The paper set out to investigate the nexus between institutional quality and inward FDI and how the presence of liberalization and financial development influence this linkage. We build on Dunning's eclectic paradigm that focuses on locational advantages. A fixed effects approach is employed and the estimation results confirm the crucial role of institutional quality in attracting FDI inflows. However the impact varies with the particular group. In particular, apart from SADC, institutional quality seems to matter significantly in all the other groups especially in EAC and ECOWAS. Additional findings reveal a mixed impact regarding the presence of financial development and liberalization in the institution-FDI nexus: While Trade liberalization policies seem to be at the forefront in ECOWAS and SADC groups, it is credit depth and capital account openness that appear to matter most in EAC. We confirm the resilience of inward FDI during the global crisis and document a positive significant relationship between FDI inflows on the one hand and host market size and infrastructure development on the other. While a one-size-fits-all-policy should be discouraged due to the heterogeneous nature of SSA countries, overall, a comprehensive set of policies designed with caution to improve the institutional quality, the financial system, trade openness and capital account liberalization would be valuable for attracting FDI inflows to SSA.
Introduction
Many African countries have for the last two decades prioritized the provision of reforms in line with tax, institutions, trade, market, infrastructure and finance in the hope that they can attract inward FDI as an engine of economic growth (e.g. Abdulla et al. 2012; United Nations, 2010) . Despite these reforms inward FDI to the region has remained low in comparison to fellow developing countries. Given the theoretical growth-enhancing role of FDI, a captivating question that continues to bother policy makers and economists alike is: What more should be done to attract inward FDI to Africa? Empirical evidence with regard to the key determinants of the same has remained mixed, suggestive of the need for a further deeper analysis into the drivers of FDI inflows to host countries. institutions in explaining FDI inflows to SSA over the period [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] . In support of the institutional argument, theory purports that FDI is elastic to transaction costs of investments that may delay production. By implication countries characterized by high corruption rates, continuous wars and strikes, disrespect of the rule of law and macroeconomic instabilities are likely be less attractive to FDI inflows compared to those with a stable macroeconomic and institutional environment. However if a country harbors plenty of natural resources such as oil and gas, there is likelihood that whether such a country has good or bad institutions it may attract enormous inward FDI. We purport that institutions might behave differently in the presence of liberalization and financial development depending on the region under analysis.
More specifically, we address three questions: First, do institutions matter for FDI inflows to SSA? Second, what is the individual effect of liberalization and financial development on inward FDI? Third, what is the impact of trade and capital account liberalization and financial development on the dynamics of the FDI inflows and institutions relationship? In investigating these issues we prefer a more comprehensive analysis that takes into account the heterogeneous nature of countries and regions. Our study is related to Anyanwu (2011) , who generally analyzes the determinants of inward FDI using a panel of seven five-year non-overlapping windows for the period 1980-2007. Different from his paper, we argue that the impact of institutions on inward FDI might depend on the presence financial development, capital account as well as trade liberalization. Our focus is on Sub-Saharan Africa and her sub-regional groupings in order to avoid considering the entire Africa as one homogeneous group. Consequently, we contribute to literature by considering regional differences of the effect of institutions on the FDI inflows in SSA. The estimation results from our model appear to produce mixed evidence partly in support of the significant and positive role of institutions in reinforcing FDI inflows but this appears to be dependent on the sub-regional grouping under consideration.
The study is deemed significant to many countries in SSA that are struggling to design policies to attract FDI inflows but also timely and informative as it offers a detailed quantifiable analysis of the role of government institutions, hence contributing to the scanty literature in the area. African countries in particular can no longer afford to exist without economic interdependence. Policies to promote FDI inflows are handy in achieving the benefits of globalization and this underscores the spillover effects from FDI inflows into poverty reduction, sustainable economic growth and development that are still much wanting in the groups under study. Focus on factors that are unique to these countries is likely to lead to relevant policies for the region.
The rest of the paper is organized as follows: section 2 reviews the theoretical and empirical literature of FDI inflows while section 3 provides the methodology. The empirical results and conclusions are presented in sections 4 and 5, respectively. North (1990) asserts that institutions affect economic activities through transaction and production costs. To maximize profits, investors are willing to invest their capital in countries that minimize the transaction costs of doing business. These costs may be minimized when markets are integrated at the national and international level with institutions playing a big role. Relatedly, according to the eclectic theory of FDI developed by Dunning, (1977 Dunning, ( , 1988 a firm has to meet three preconditions to successfully engage in international activity and these include: Ownership advantages such as scale economies and better technologies; Locational advantages such as policy, economic and institutional factors; and, Internalization advantages that are associated with protecting the proprietary assets of foreign firms from being replicated by other competing firms, especially domestic firms.
Related Literature
On the other hand, the theoretical underpinning of the FDI and financial development relationship hinges on the argument that the development of the local financial sector allows foreign firms to borrow in order to increase their innovative activities in the host country. By implication, better developed financial sectors in the host country are likely to assist in influencing FDI and contribute to the generation of positive impacts such as technological diffusion, efficiency and skill acquisition (Alfaro et. al., 2004) . It is not illogical that financial sectors impact on investment financing and business activities, implying that an improvement in the efficiency of local financial systems is likely to promote production activities and the attraction of more FDI inflows. A negative relationship between FDI inflows and the bank credit may however not be dismissible and it would imply either an abundance of domestic capital such that foreign capital in the form of FDI would not be needed in the hosting countries or that there is an inverse relationship between FDI and other types of flows, mainly bank loans (Anyanwu, 2011) .
In another strand of literature, the likes of Kose et al. (2003) suggest that countries can attract international capital flows by de-regulating activities in their domestic financial markets, and liberalizing their capital account transactions and equity markets. To this effect the removal or relaxation of restrictions on foreign ownership limitations can increase FDI inflows just as the de-regulation of offshore borrowing may attract more foreign private loan inflows through the removal of quantitative restrictions on overseas borrowing and the provision of tax incentives. On the other hand, countries which allow goods and services to freely cross their borders are more likely to attract more FDI inflows compared to those countries that employ restrictive and protective policies (Ang, 2008) . However, a parallel argument that trade liberalization might reduce market-seeking inward FDI due to changing costs of trade and other factors is likewise logical.
In the current paper we argue that any possible linkage between institutions and inward FDI might be facilitated or aggravated by liberalization or financial development. Analyzing this nexus is particularly relevant for countries in the SSA which still grapple with policies to do with institutional quality, liberalization and financial development for purposes of increasing inward FDI to their regions. We add to the inconclusive debate by looking at the regional economic integration blocs in SSA, since it is likely that what drives FDI inflows might vary by region given the heterogeneity of African countries.
In addition to the above theoretical justification, a number of empirical studies have examined the determinants of FDI inflows to host countries. Some have used cross-country data to document a positive relationship between institutions and FDI inflows including inter alia Asiedu (2006 ), Ourvashi (2012 , and, Gani (2007) . The latter, in particular, using a panel for 164 countries over the period 1996-2006, provide evidence that one standard deviation change in institutional quality improves FDI inflows by a factor of 1.69. On the other hand, a recent study by Kim (2010) documents evidence in support of the argument that countries with high level of corruption of government and low level of democracy have higher FDI inflows while being lower for those with greater political rights. Still others such as Onyeiwu and Hemanta (2004) find no significant relationship between the quality of institutions and inward FDI.
Regarding the impact of liberalization on inward FDI, the results from the existing literature are as well far from consensus. In Asiedu (2006) , for example, the effect of the three types of capital control policies on FDI inflows varies depending on the period and region. She is backed by Ghosh et al. (2012) where the impact of FDI restrictions on inward FDI stocks in the 23 OECD countries is found to be positively significant with an estimated short-run elasticity that lies in the range between -0.06 to -0.14, whereas the corresponding long-run elasticity is in the range between -0.64 to -1.49 (see also Leitao, 2010) . However, Butkiewicz and Yanikkaya (2008) argue that the trade-FDI linkage might be facilitated by institutions such as political stability and corruption in a host country. The latter is nonetheless silent on the possibility that the institution-FDI nexus would depend on trade. Additionally, another strand of literature such as Noy and Vu (2007) , find no impact of capital account liberalization on FDI inflows.
Another strand of literature while a positive linkage can be traced in Kinda (2010) and Anyanwu (2011), Desbordes and Wei (2012) find that whereas the source countries' financial development tends to contribute strongly to the promotion of FDI especially on sectors that are typically dependent on external finance, destination countries' financial development matter much less and may, in sectors not typically dependent on external finance, even have a negative impact on FDI. Most of these studies also include control variables such as infrastructure, market size, and inflation.
Overall, the existing literature remains mixed on the impact of institutions, liberalization, and financial development on inward FDI. We bridge the gap by investigating the extent to which FDI inflows could (or could not) be influenced by these variables in question. To our knowledge, no study has looked at the possible linkage between these variables, and FDI inflows using a sample that takes into account heterogeneity. We focus on individual SSA groupings to avoid irrelevant policies that would accrue out of a study that assumes all developing countries to be homogeneous.
Empirical model and Data

Empirical Model
In order to examine the impact of institutions on inward FDI to SSA and the trio regional groupings, we use the following model that is based on Dunning's (1977 Dunning's ( , 1988 theoretical framework which groups micro-and macro-level determinants in order to analyze why and where multinational companies (MNCs) invest abroad: We are fully aware that due to agglomeration effect, the current FDI would likely depend on the past levels of FDI inflows. On this basis we introduce an FDI inflow lagged variable. Equation (1) then becomes:
In addition, two important variables of interest in the study are liberalization (captured by capital account and trade liberalization) and bank credit to the private sector. We include each independently and then as interactions with institutions in the model. The estimation model then becomes:
where
INSTN LIB is the interaction term showing the indirect effect of government institutions on FDI inflows via liberalization. Differentiating equation (3) with respect to first, institutional quality, and second, to liberalization, shows the partial effects of government institutions and liberalization on inward FDI as computed as follows:
Equation (4) (4) implies that a one percentage point increase in institutional quality yields a negative impact on inward FDI as liberalization improves. Similarly, our interpretation of equation (5) follows that of (4).
Next, we examine the impact of institutions on inward FDI in the presence of financial development.
where, * it it INSTN FIN is the interaction term reflecting the indirect impact of institutions on FDI via financial development.
Equations (7) and (8) are interpreted as in equations (5) and (6) above.
All our panel regressions are based on the fixed effects estimator with country fixed effects and robust standard errors. It should be noted that the presence of the lagged dependent variable FDI it-1 makes our estimating model dynamic and would necessitate the application of dynamic estimating techniques if the problem of autocorrelation is to be minimized. Given that in all our sample and subsamples the number of observations (N) is greater that the time period (T), the GMM (generalized method of moments) estimators designed for short time-dimension (small-T) and large-N (observations) panels would be appropriate. The more efficient and precise estimator would be the system GMM proposed by Blundell and Bond (1998) which combines both regressions in differences and in levels as instruments for the variables. However, the disadvantage with the system GMM is that it uses too many instruments, making the Hansen test p-values too large. In order to control the number of instruments one would collapse the GMM-style instruments in the system GMM regressions to keep the number of instruments smaller than the number of groups (countries). However collapsing reduces statistical efficiency of panel GMM regressions (Roodman, 2009a (Roodman, , 2009b . On the other hand, although we recognize that GMM estimators are, under appropriate assumptions, asymptotically unbiased (when N tends to infinity and T is finite), the fact that they make use of an instrumental variables technique to avoid the dynamic panel data bias often leads to poor small sample properties. Apart from the possibility of suffering from a substantial finite sample bias due to weak instrument problems (see e.g. Bun and Kiviet 2006; Bun and Windmeijer 2010) , Monte Carlo simulations show that the GMM estimators have a relatively large standard deviation compared to the FE estimator (see e.g. Arellano and Bond 1991) . Given the foregone disadvantage of GMM in relation to our subsamples, we zero down to the Fixed Effects modeling technique. However, as noted by Baltagi (2001) , when lagged values of the dependent variable are used as explanatory variables, the fixed-effects estimator is consistent only to the extent that the time dimension of the panel (T) is large. Therefore, two other methods that allow estimation in the presence of AR(1) autocorrelation within cross-sectional correlation and heteroskedasticity across panels are applied as robustness checks and for comparison purposes with previous studies that have made use of the same (e.g. Anyanwu, 2011) . These are the robust pooled ordinary least squares (OLS) and the robust maximum likelihood optimization of the generalized linear model (GLM). Due to limited space and the similarity of the results from all these techniques, we only present the baseline results from FE estimator.
Data
The study uses a panel of 44 countries from SSA over the period 1996-2013 (see Table 15 for a list of countries). Focus is on four regional groupings from SSA -EAC, ECOWAS, ECCAS and SADC. Data on institutions is obtained from the World Government Indicators constructed by Kaufmann et al. (2011) , using a model of unobserved components based on information gathered through a wide variety of cross-country surveys as well as polls of experts and are presented in the form of scores that lies between -2.5 and 2.5, with higher scores corresponding to better outcomes for the quality of institutions. We use an average of the six indicators -voice and accountability (voice_acc), regulatory quality (reg_qlty), corruption control (corr_contr), government effectiveness (gov_eff), rule of law (rule_law), and political stability (pol_stab) -to capture institutions (see Table 2 ). It is expected that poor institutional quality decreases FDI inflows.
The second part consists of the data on capital account liberalization obtained from Chinn and Ito up-dated index of financial openness to 2013 (Chinn-Ito, 2006) . The index measures a country's degree of capital account openness (KAOPEN), based on the binary dummy variables that codify the tabulation of restrictions on cross-border financial transactions reported in the IMF's Annual Report on Exchange Arrangements and Exchange Restrictions (AREAER). Also, as is customary in the growth and finance literature, we use the domestic credit allocated to the private sector by banks and other financial intermediaries, normalized by GDP, to proxy financial development.
We use GDP annual growth to capture market size. In a further test for agglomeration effects, we relate current inward FDI to the past FDI inflows and other explanatory variables as in Anyanwu (2011) . Macroeconomic instability is captured by inflation whereas infrastructure development is proxied by the number of fixed telephone lines or gross fixed capital formation. All variables except institutions are logged to reduce skewness. In addition, the dependent variable is lagged once to take cognizance of the view that FDI decisions may be made based on historical data. Tables 1 and 2 display the descriptive statistics of the explanatory variables and the variable definitions. 
Estimation Results
Effect of General Institutions on Inward FDI
As presented in Table 3 , Column 1, the coefficient on institutional quality in SSA is significantly positive at 10% and economically meaningful. Perhaps its importance could be more visible when it is interacted with liberalization and credit depth. We come back to this issue later. Interestingly, the regional groupings offer a similar picture. For example in EAC, Table 4 , Column 1, an improvement in institutional quality by one unit leads to a constant percentage increase of approximately 1.096 in inward FDI. By implication, an increase in institutional quality by one standard deviation is associated with an increase in inward FDI by about 0.27 percentage points (0.447*0.605=0.27). The result is not substantially altered when we control for capital account liberalization. Overall, institutions appear to positively and significantly matter for inward FDI in SSA. For the case of EAC, the impact is visibly high at 1% level of significance as exhibited in Columns 1, 4, 5 and 6, On the other hand, there is little evidence to confirm the importance of institutional quality to inward FDI in the SADC group. Perhaps other factors might offer a better explanation as to what drives inward FDI to these regions. We come back to this issue later on. Surprisingly, there is an economically meaningful negative sign on the relevant coefficient in Column 1, Table 6 . However, the finding is in line with other strand of literature that records a deleterious role of institutional quality in inward FDI (e.g. Kim, 2010) . One possible explanation for this inverse relationship lies in the existence of the highly needed but scarce natural resources such as precious metals that justify the risk undertaken by investors in these regions. However, with the inclusion of trade control variable and its interaction with institutions in Column 5, the institution coefficient turns out to be positive, though still insignificant at any statistical level, but economically in support of the importance of improving the institutional environment for purposes of attracting FDI inflows. Country-fixed effects included; the dependent variable is FDI in the log form; all explanatory variables except gdp_gro and infla_cpi, are in log form; Robust standard errors in brackets; *** p<0.01, **p<0.05 and * p<0.1.
Effect of Liberalization on Inward FDI
Another variable of central interest in the study is liberalization, examined in a two-fold manner, first as capital account openness and second as trade liberalization. Mixed results appear dominate our findings. Regarding SSA in general, the economic interpretation of the positive sign in Column 4, Table 3 , would imply that trade openness is potentially beneficial to inward FDI though the relevant coefficient is not significant at any conventional level. By intuition, the coefficient on trade is supportive of the argument that it pays for countries to remove trade restrictions if they want to attract inward FDI. This is similarly the case for the SADC sub-region as exhibited in Column 4, Table 6 . Here we observe a positive and statistically significant coefficient at 10 percent conventional level. By implication, on average a 1% increase in trade openness is likely to lead to 0.814% increase in inward FDI to SADC region. Augmenting the outcome is the results in Column 4, Table 5 , where an increase in trade openness in ECOWAS by one percent is likely to drive inward FDI by about 0.364 percentage points. Country-fixed effects included; the dependent variable is FDI in the log form; all explanatory variables except gdp_gro and infla_cpi, are in log form; Robust standard errors in brackets; *** p<0.01, **p<0.05 and * p<0.1.
Perhaps many MNCs that go to the developing countries (e.g. SSA, ECOWAS and SADC) are mainly export oriented. Otherwise the result is consistent with the theory of FDI that supports opening up the country's borders to access the world markets for cheap raw materials. The findings are similar to those of Asiedu (2006) . However we fail to find evidence that the removal of trade barriers is significantly helpful in inward FDI in the region apart from SADC regional groupings though the possibility cannot be dismissed since the relevant coefficients are economically meaningful. Surprisingly, for the EAC group, we observe a negative relationship between trade liberalization and inward FDI, as exhibited in Column 4, Table 4 . This appears contrary to previous findings (e.g. Asiedu, 2002) . However, it is likely that for market-seeking FDI inflows the tariff jumping theory (Mundell, 1957) which argues that MNEs that seek to serve local markets may decide to set up subsidiaries in the host country when it is difficult for them to import products in that country, would explain the observed substitution tendency between trade and FDI (see Anyanwu, 2012; Grünfeld and Svindal, 2000) . SSA except to her SADC regional grouping. Going by the sign of the relevant coefficient in Column 6, Table 3 , one economic interpretation might be that the removal of capital account restrictions is potentially detrimental to inward FDI to the region. When we unbundle SSA into groups, it becomes clearer that countries which employ capital account liberalization policies are unlikely to attract inward FDI. For the case of the EAC group, the evidence in Column 6, Table 4 , shows the relevant coefficient negative but not significant at any conventional level. Such deleterious role of capital account liberalization regains significance in the ECOWAS regression in Column 6, Table 5 . Specifically, in this column, an increase in capital account openness by one standard deviation is associated with a decrease in inward FDI by about 0.368 percentage points. By implication, capital account liberalization might not necessarily be a catalyst for FDI inflows to these regions. Our finding of no effect of the removal of capital controls on FDI inflows is in line with Asiedu and Lien, (2004) and Asiedu 2006 who documents mixed results including the inverse linkage between liberalization and inward FDI. However, the results of the SADC group in Table 5 , Column 6, reiterate the argument that countries which engage in removing FDI restrictions for example, are potentially likely to enjoy an increased inflow of FDI. The relevant sign in this regression is economically meaningful though it lacks significance at any statistical level but equally uncommon in literature (see Noy and Vu, 2007) . In essence, the observation of a positive linkage between capital account liberalization and the ratio of FDI to GDP highlighted above would support the argument that countries in the SADC region are likely to rely on capital account liberalization to attract inward FDI.
Effect of Financial Development on FDI Inflows
The overall results for SSA seem to suggest a negative nexus between the financial development and inward FDI as evident in Table 3 , Column 2, where the relevant coefficient on credit is insignificantly negative. Similar results appear in SADC and ECCAS groups as evident in Column 2, Table 6 , and Column 2, Table 7 respectively. One outstanding region that appears to be less dependent on financial depth as a channel for inward FDI is the EAC. Here, the relevant coefficient is negative and statistical significance at 5 percent conventional level as observed in Specification 2, Table 4 . Specifically, a 1 percent improvement in financial development appears to discourage inward FDI by about 0.959 percentage points. Intuitionally, credit depth inhibits inward FDI to these regions, a finding contrary to our expectation, though not uncommon in empirical literature (e.g. Fernandez-Arias and Hausmann, 2000) . The negative sign would imply that either there is an abundance of domestic capital such that foreign capital in the form of FDI would not be needed in the hosting countries or that there is an inverse relationship between FDI and other types of flows, mainly bank loans. However, in an earlier study by Dasgupta and Ratha (2000) , the complementary relationship between FDI flows and Bank loans appears to be present with a lag of one year, though the regression coefficients are found to lack statistical significance, implying that substitution is equally likely. Going by the sign of the relevant coefficient, however, the result for the ECOWAS group in Column 2, Table 5 , appears to be in support of the positive role that domestic credit plays in driving inward FDI. Country-fixed effects included; the dependent variable is FDI in the log form; all explanatory variables except gdp_gro and infla_cpi, are in log form; Robust standard errors in brackets; *** p<0.01, **p<0.05 and * p<0.1.
Effect of Institutions via Liberalization and Financial Development
The central focus of our paper is the institution-FDI linkage and the overall result confirms our earlier hypothesis of a positive nexus between the two, as evident in SSA, the EAC and ECOWAS groups. But what drives this outcome? In Table 4 , Column 3, it appears that the role of institutional quality in FDI inflows to the EAC is dependent on the level of financial development. Going by the total marginal impact of -1.459 [i.e. 1.069+3.22(-0.7854)], the presence of greater credit depth appears to divert the positive contribution of good institutional quality to FDI inflows.
Paradoxically, in the presence of liberalization, the interaction effect appears to depend on the type of liberalization. While the total marginal impact of trade liberalization is -1.222 [i.e.-4.494-5.507(-0.647)], implying a reducing role of trade openness as institutions improve to affect positively inward FDI, the effect of capital account liberalization as institutions increase is -0.329. It can therefore be said for EAC group, capital account openness plays a more negative role than trade openness in influencing inward FDI as institutional quality improves. For the ECOWAS group in Table 5 , Column 3, institutional quality has a positive relationship with inward FDI and capital account liberalization diverts that impact while trade openness facilitates it. The outcome confirms our earlier hypothesis that the role of institutional quality in determining inward FDI depends partly on the level of trade openness. Still in the same group, the interaction effect of financial development on inward FDI at the institutional quality mean of -0.71 is 0.028. Intuitively, the presence of an improved financial system is likely to contribute positively to the role good institutional quality plays in attracting inward FDI to the region. When it comes to the SADC group, however, both trade and capital account liberalization seem to facilitate the role of institutional quality in driving inward FDI to the region. The total marginal impacts are respectively 0.2462 and 0.0778, implying a much stronger supportive role of trade than capital account liberalization in this linkage. On the other hand, the contribution of institution to inward FDI in SADC countries appear to be less forthcoming from financial development as we observe in Table 6 
Additional Findings
In all specifications, the estimated coefficient of lagged FDI is positive and highly significant at 1% statistical level, an indication that agglomeration effects are very strong in determining FDI inflows. The decision to invest in a country or region could highly depend on the presence or absence of old investors. For, it seems investors feel much secure coming to a country where other foreign investors already exist in order to minimize on uncertainties. A similar finding is documented in Anyanwu (2011) who argues that the presence of other existing inward FDI provides a good signal of favorable investment climate. In addition, there is a positive coefficient on the population variable, implying that increasing population is plays a key role in influencing FDI inflows as it is likely to be reflective of the market availability especially for market-seeking FDI. Similarly, the relevant coefficient on GDP growth is positive and statistically significant in EAC (e.g. Column 5, Table 4), SADC (e.g. Column 1-7, Table 6 ) -re-emphasizing the importance of market size as a channel of FDI inflows. However, an unexpected negative linkage is also noticeable (e.g. ECOWAS -see Column 3, Table 5 ).
Regarding infrastructure development in SSA, the result in Table 3 , Columns 5 shows that a one standard deviation increase in in the share of gross fixed capital formation drives the ratio of inward FDI to GDP in the positive direction by about 2.41 percentage points at 1% statistical level of significance, a finding in line with Asiedu (2006) . The positive result is consistently similar for all regional groupings in our analysis. In essence, many MNCs are likely to consider infrastructure development in the host country before they invest there. Also, consistent with the previous studies, inflation is found to play a deleterious role in inward FDI, pointing to the crucial role macroeconomic stability plays in attracting foreign investors. Finally, we fail to find evidence of the impact of the global financial crises of 2008-09 on the inward FDI to SSA except for the SADC where it appears to have resulted into an increased inflow of FDI to the region.
The other regions exhibit insignificant effect of the same perhaps because their economies are not much globalized.
Robustness Checks
All our panel regressions are based on the Fixed Effects estimator with country-fixed effects and robust standard errors. We carry out robustness checks to find out the sensitivity of our regressions to the use of other alternative estimation techniques. Two other methods that allow estimation in the presence of AR (1) autocorrelation within cross-sectional correlation and heteroskedasticity across panels are applied as robustness checks and for comparison purposes with previous studies that have made use of the same (e.g. Anyanwu, 2011) . These are the robust pooled ordinary least squares (OLS) and the robust maximum likelihood optimization of the generalized linear model (GLM). Additionally, our results are not substantially affected by the use of difference GMM suggested by Arellano and Bond (1991) and used in some other literature (e.g. Gammoudi and Cherif, 2015) . To spare space, the results are not shown in the paper since they are similar to what we have presented already in the Tables but are available on request.
Summary and Conclusions
The most outstanding finding is that institutional quality matters for FDI inflows but this nexus may further be influenced by trade and capital account liberalization as well as financial deepening. While for the EAC and ECOWAS, financial development and capital account liberalization seem to matter more than trade openness in influencing the contribution of good institutions to inward FDI, for the SADC group, institutions appear to gain more from trade and less from capital account openness just as the ECCAS group benefits more from trade and less from financial deepening. The question as to what appropriate policies should be promoted in a heterogeneous SSA depends on the particular regional grouping. We advocate for comprehensive reforms to improve all the institutional indicators in general. Similarly, efforts to fully embrace regional integration to expand market for the products deserve maximum support. On the other hand there is need to integrate domestic financial systems into global financial markets to attract FDI inflows. Caution is however needed when designing strategies to encourage capital account liberalization in these regions since there is likelihood that they could be detrimental to inward FDI. Complementary policies to improve infrastructures and to encourage quality population, urbanization and a stable macro-economy are likely to yield better outcomes regarding inward FDI in SSA. Since the drivers of inward FDI appear to vary by region, a one-size-fits-all-policy is not likely to bear better outcomes. A "blanket" policy or policies designed for a "homogeneous" SSA might suffer from the fallacy of generalization and therefore perform counter to any sustainable development agenda.
The current study opens further research avenues into other areas. For example, our conclusion that institutions matter for FDI inflows would perhaps require a further dig-up of what in turn determines institutions, a subject beyond our coverage. Likewise, as result of the foregoing findings, one would wonder whether developed countries would exhibit similar behavior. We leave this for a future study.
